Abstract: This paper follows previous papers published by the authors. All the papers are concerned with standard direct payments, the system of administration of direct payments approved for 2004 and their impact on the economy of agricultural enterprises farming in different production areas. The impact of different ways of using additional payments for the years 2005 and 2006 are compared in this report. Attention is mostly paid to ways of the maximum adaptation to the Reform of Common Agricultural Policy. 
INTRODUCTION
In 2002, the analysis was simulated on the state of 152 agricultural enterprises farming in all production areas at the altitude of 200-820 metres. The amount of 7 048 620 thousand CZK from the EU was promised to be paid as direct payments in 2005 while in 2006 the amount would rise to 8 461 994 thousand CZK. The top-up from the state budget was considered to be 5 300 000 thousand CZK (A-variant matches approximately the amount of 2004) and 7 300 000 thousand CZK (B-variant matches the top-up to 30% of the EU payments) (MZe ČR 2003c) .
Unit payment per hectare was calculated (direct payments from the EU divided by 3 652 028 hectares of the used area) which makes 1 At the end, the most endangered areas in the Czech Republic, concerning the direct payments, are pointed out. One district has been set as a basic area for comparison. It represents the smallest area for which comparable data necessary for direct payment calculation is available. 
Economic impact of several variants of additional direct payments for the years 2005 and 2006 on Czech agriculture

ECONOMIC ANALYSIS OF IMPACTS OF ADDITIONAL PAYMENTS -SIMPLIFIED (AS SAPS)
In each case, all means of direct payments are divided by area and the payments are the same in all enterprises (converted per hectare of agricultural land) and do not decline in less favoured areas which occured using standart direct payments (Table 1) .
Comparing single area payments in an average agricultural enterprise in the set production area to standard direct payments, then in 2005 the means will transfer from favoured to less favoured areas, considering the top-up of 60% (Figure 1) .
Single area payments do not depend on the production set for the enterprise. Profitability and demand for products become the criteria for the production set. As a result, production of commodities of substandard efficiency may be limited (suckler cows, hops, milk, potatoes etc.)
ECONOMIC ANALYSIS OF THE IMPACT OF ADDITIONAL PAYMENTS -CONSIDERING SECTOR DIFFERENTIATION AS IT IS IN 2004
Considering sector differentiation of additional payments as it is in 2004, 67% of enterprises would get payments, converted per hectare of agricultural land, higher than in case of single area payments. In maize-growing production area it would be 7 out of 8 enterprises (87.6%), in beet-growing production area 38 out of 41 enterprises (92.7%), 40 out of 59 enterprises in potato-growing area (67.8%), 11 out of 24 enterprises in potato and oat-growing area (45.8%) and only 6 out of 20 enterprises in mountain area (30%). As a result of this analysis, considering the system used in 2004, the funding per hectare of agricultural land decreases in the worse production areas. So the areas with a high share of arable land would receive a greater funding (Table 2) .
In case there is the amount of 7.3 billion CZK to top-up the direct payments available in 2005, then the additional payment CZK/ha per agricultural land will make 2 000. As is apparent from Figure 2 , this system would be more favourable for enterprises farming in potato and oat-growing and mountain production areas as these enterprises do not reach 2 000 CZK using sector differentiation.
No doubt the advantage of this system is a support for uneconomic commodities, mainly suckler cows, cattle, sheep and goats (Figure 3 ). In case financial means are divided per area for a longer period, the commodities mentioned above will be reduced which does not correspond to the present state agricultural policy.
Further advantage of this system could be seen in dividing all the funding (with no remains) intended for direct payments. 
Enterprises divided according to the share of permanent pastures in agricultural land
In the set of 152 agricultural enterprises, an average enterprise can be characterized as an enterprise of average acreage of 1 726 ha, having 59.4% of LFA (Less Favoured Areas, in the Czech Republic it is 58.7%), with 25.2% of permanent pastures (22.5% in CR) and with stocking rate of 0.43 LU/ha (0.28% in CR). Direct payments will be 3 087 CZK/ha in the average enterprise in 2004 and payments within HRDP (Horizontal Rural Development Plan ) will be 1 200 CZK/ha.
Enterprises with no permanent pastures
Dividing the enterprises surveyed into the groups of the same share of permanent pastures, then the enterprises with no permanent pastures farm only in production areas (maize-growing and beet-growing production areas) and only 1 out of 12 enterprises farms in less favoured area. Stocking rate of these enterprises is 0.11 LU/ha of agricultural land on average. The amount of subsidies in these enterprises depends on the financial rate for arable land, i.e. on the financial amount from national funds to top-up the direct payments. Direct payments per hectare of agricultural land will be on average in these enterprises (99%) and are 3 053 CZK/ha of agricultural land. This amount includes the payment for arable land of 1 349 CZK/ha, payments in livestock production (suckler cows, cattle, sheep) of 142 CZK/ha. Within the surveyed HRDP measures these enterprises will not be entitled to ask for the subsidies (Table 3) .
Enterprises with the share of permanent pastures up to 10%
This is the most numerous group of enterprises, 40 of the total number (Figure 4 ). They are mostly enterprises farming in maize-growing and beet-growing areas although 9 enterprises farm in potato-growing Source: Own survey of 152 agricultural enterprises areas, two of them are 100% in LFA and 10 enterprises farm partly in LFA. Average stocking rate is 0.32 LU (Livestock Unit)/ha. The amount of subsidies will depend on the financial rate for arable land as it is with the enterprises lacking permanent pastures. However, direct payments will be higher as they are mostly enterprises breeding cattle. Direct payments represent the average of 3 158 CZK/ha including payment for arable land of the average of 1 320 CZK/ha and payments in livestock production (suckler cows, cattle, sheep) of 268 CZK/ha. Payments within the HRDP will be insignificant in these enterprises (11% of the average) compared to those with higher share of permanent pastures. Concerning the enterprises of this group, the remarkable difference in payments depends only on stocking rate as the rate of cultivated land is rather high in all enterprises.
Enterprises with the share of permanent pastures in the range 10-20%
Enterprises with the share of permanent pastures in the range 10-20% are mostly those farming in potatogrowing and beet-growing areas, 3 enterprises farm in potato and oat-growing area. Only 6 enterprises out of 26 farm totally in the LFA, most enterprises have, at least, a part of their acreage in LFA. As a result of the lower share of cultivated land, the payment for arable land decreases. However, this loss is compensated by payment per cattle (average stocking rate in these enterprises is 0.44 LU/ha) and total direct payments are higher than in other groups of agricultural enterprises (102.8% in average) and are 3 172 CZK/ha of agricultural land including payment for arable land an average of 1 178 CZK/ha and payments in livestock production (suckler cows, cattle, sheep) of 433 CZK/ha. Payments from HRDP 628 CZK/ha (52.4% of the average) have an unimportant influence on total subsidies.
Enterprises with the share of permanent pastures in the range 20-30%
Enterprises with the share of permanent pastures in the range 20-30% farm mainly in potato and potato and oat-growing areas, 2 enterprises farm in beet-growing area. The acreage of most enterprises includes LFA, usually 70-100%. As a result of a lower share of cultivated land, payment for arable land decreases, payment for cattle goes up (average stocking rate in these enterprises is 0.50 LU/ha) so total direct payments equal the average (100.1%) and are about 3 091 CZK/ha of agricultural land including again payment for arable land of 1 049 CZK/ha in average and payments in livestock production (suckler cows, cattle, sheep) of 481 CZK/ha. Payments within HRDP of an average of 1 350 CZK/ha (112.5%) are above average and much higher than those in the groups with lower rate of grassing. Enterprises with the share of permanent pastures in the range 30-40% mostly farm in potato-growing and potato and oat-growing areas, 4 enterprises farm in mountain area. Except for 2 enterprises (95% of LFA), all enterprises farm totally in LFA. Payment for arable land is again lower than in the previous group but payments per cattle increase more slowly (average stocking rate is 0.55 LU/ha) so the total direct payments of 3 035 CZK/ha are slightly below average. Within these payments, payment for arable land is 898 CZK/ha on average; payments in livestock production (suckler cows, cattle, sheep) are 575 CZK/ha ( Figure 5 ). Payments within HRDP of 2 014 CZK/ha (167.8% of average) play an important role.
Enterprises with the share of permanent pastures in the range 40-50%
Enterprises with the share of permanent pastures in the range 40-50% farm by 97% in LFA and most enterprises farm totally in LFA. They are mostly enterprises farming in potato-growing and potato and oat-growing areas at an average altitude of 538 metres. Direct payments of 2 967 CZK/ha are 4% lower than the average. Within this amount, payment for arable land is 796 CZK/ha on average and payments in livestock production (suckler cows, cattle, sheep) are 610 CZK/ha. It means commodity payments cannot compensate the loss caused by higher share of permanent pastures, even if the stocking rate is 0.53 LU/ha.
Enterprises with the share of permanent pastures in the range 50-60%
Enterprises with the share of permanent pastures in the range 50-60% have an average share of the acreage in LFA 96% and an average stocking rate 0.6 LU/ha. Average direct payments per hectare are 2 889 CZK/ha of agricultural land which is 6.4% lower than the average. Within these payments, payment for arable land is 650 CZK/ha on average and payments in livestock production (suckler cows, cattle, sheep) are 678 CZK/ha. Payments within the HRDP per hectare of agricultural land are 11% higher than direct payments. So subsidies within the HRDP can have an outstanding importance for enterprises with the share of permanent pastures exceeding 50%.
Enterprises with the share of permanent pastures in the range 60-70%
There are only 4 enterprises with the share of permanent pastures in the range 60-70% having significant share of suckler cows and 98% share of acreage in There are 6 enterprises in this group farming hundred per cent in LFA, e.i. in potato-growing, potato and oat-growing and mountain areas. Stocking rate is 0.50 LU/ha and payments for cattle are not as high as in the previous group, payment for arable land decreases, so direct payments reach only 88% of the average at the amount of 2 719 CZK/ha of agricultural land. Within these payments, payment for arable land is 344 CZK/ha in average and payments in livestock production (suckler cows, cattle, sheep) are 814 CZK/ha. Average payments within the HRDP are 4 782 CZK/ha of agricultural land.
Enterprises with the share of permanent pastures in the range 80-90%
This group of enterprises also farms 100% in LFA, mostly in mountain area. Three enterprises can be found in this group, stocking rate of which is 0.49 LU/ha. Payment for arable land is really insignificant and equals to 188 CZK/ha, stocking rate is almost the same as in previous groups so direct payments decrease to 2 665 CZK/ha of agricultural land. Payments in livestock production (suckler cows, cattle, sheep) are 906 CZK/ha. Payment per suckler cow is really significant, it is 520 CZK/ha of agricultural land.
Enterprises with the share of permanent pastures of 100%
Further 3 enterprises do not have arable land and direct payments are made only by single area payment and payments in livestock production. Stocking rate is rather low in these enterprises due to low grassing (0.45 LU/ha) and the highest payment is that per suckler cow (570 CZK/ha) although this payment is also quite insignificant. Direct payments of 2 344 CZK/ha reach only 76% of the average including payments in livestock production are 783 CZK/ha and single area payment makes the rest. These enterprises will depend on payments within the HRDP as these subsidies have to compensate not only unfavourable impact of differential rent but significant decrease of direct payments as well.
Together with higher rate of cultivated land, both payments for arable land ( Figure 6 ) and total direct payments (Figure 7) decrease. In only some enterprises they are compensated by higher payments in livestock production, mostly by payments for suckler cows.
Altitude and acreage share in LFA grows in dependence on rising share of permanent pastures. As shown in Figure 8 , in line with it, total subsidies rise as well thanks to main measures of the HRDP. The results are just approximative, because the watched set of farms with the share of permanent pastures higher than 60% is not representative. The share of LFA compared with agricultural land is 59% on average, almost the same as in the CR as a whole (58.7%).
Enterprises farming in LFA which represents more than 90% of their acreage
The share of LFA in 74 out of 152 surveyed enterprises exceeds 90% (Figure 9 ). Due to the high share of permanent pastures in these enterprises which is 39% of the (republic average is 22.5%), direct payments in these enterprises are slightly substandard (97%) at the amount of 3 015 CZK/ha. Stocking rate is rather high (0.51 LU/ha) so the payments for cattle are quite significant (601 CZK/ha). 
Enterprises farming in favourable areas
On the contrary, there are 43 enterprises farming in favourable areas with no share of LFA (Table 4) . Direct payments in these enterprises exceed the average by 2% (3 143 CZK/ha) and payments within measures of the HRDP are insignificant on average (2.6%). They are mostly enterprises farming in beet-growing and maize-growing areas including 3 enterprises farming in potato-growing area two of which have a low share of permanent pastures, substandard stocking rate and their payment structure equals that in beet-growing area, i.e. direct payments exceed the average but payments within the HRDP are low and total payments about 8%, farming in potato-growing area with low stocking rate, 0.2 LU/ha on average. Low share of permanent pastures cause low payments within the HRDP (only 9% of total payments). Total payments including the HRDP in these enterprises are 3 291 CZK/ha and reach the payments of enterprises farming in favourable conditions.
ECONOMIC ANALYSIS OF IMPACT OF ADDITIONAL PAYMENTS -MAXIMUM ADAPTATION TO THIRD REFORM OF CAP
The Third reform of the Common Agricultural Policy was discussed at the meeting of Council of Ministers of Agriculture in Luxembourg on 26 June 2003. All ministers of candidate countries participated in trying to shift a great deal of direct payments to single payments. This proposal did not recieve enough support as the apprehension of breaking stability in production exceeded its advantages. So member states are entitled to use some alternatives of direct payments as followed: -up to 25% of direct payments per crop of arable land fixed on production or 40% of additional payments per wheat crop -up to 50% of direct payments fixed on production with sheep and goats including payments per LFA -up to 100% of suckler cow bonus and 40% of slaughter bonus (all other payments of cattle breeding will become a part of single payment) -variant I or -up to 100% of slaughter bonus -variant II or -75% of special bonus per oxen and bulls.
Caculation:
For the years 2005 and 2006, the rates for commodities mentioned above were set as a percentual share of maximum rate (based on standard direct payments, i.e 60% in 2005 and 65% in 2006) on condition the rest of total amount was divided for area 3 652 028 ha (Table 5) .
As a total financial amount, all means planned for the EU direct payments were considered, i.e. 7 048 620 thous. CZK in 2005, 8 461 994 thous. CZK in 2006 and top-up payments from national funds, i.e. 7 300 000 thousand CZK (top-up of 30% of the EU payments).
Variant I
A member state can decide to keep 25% of direct payments for arable crops, 50% of direct payments for sheep and goats, 100% of bonus for suckler cows and 40% of slaughter bonus. Other means become a part of single area payment.
Following the calculation, the rate of single payments for area would be 3 023 CZK/ha in 2005 and 3 334 CZK/ha in 2006.
Compared to single area payment, payments in surveyed enterprises range from 81% to 114%. In 56% of enterprises the payments are lower when using single payments for area (Table 6 ).
-Enterprises with the payment lower than SAPS by 0-10%
In 79 enterprises, payments calculated in this variant will reach 90-100% of single payments which is 3 800 CZK/ha of agricultural land on average. -Enterprises with the payment lower than SAPS by more than 10% Six enterprises farming mostly in mountain area get lower payments calculated in this variant than they would get through single area payment by more than 10% which is 3 369 CZK/ha of agricultural land. The rate of cultivated land in theses enterprises is below 50% and their stocking rate below 0.05 LU/ha.
-Enterprises with the payment higher than SAPS by 0-5%
Payments in this variant range from 100 to 105% of the average in 45 enterprises farming in all production areas and equal 4 017 CZK/ha of agricultural land in 2005.
-Enterprises with the payment higher than SAPS
by more than 5% Direct payments in 22 enterprises farming mostly in potato-growing and beet-growing areas exceed single area payments by more than 5% and equal on average 4 244 CZK/ha of agricultural land. They are mainly enterprises with the rate of cultivated land more than 80% or enterprises with significantly above-average rate of suckler cows.
Variant II
A member state can keep 25% of direct payments for arable crops, 50% of direct payments for sheep and goats and 100% of slaughter bonus. The other means become a part of single area payment.
Calculated in the above way, the rate of single area payment would be 2 993 CZK/ha in 2005 and 3 302 CZK/ha in 2006.
Payments in this variant range from 80.6% to 126.5% of single area payment in the enterprises and they exceed single area payment in 74 enterprises (49%).
-Enterprises with the payments higher than SAPS by 5% In 19 enterprises (12.5%) farming mostly in potato-growing, beet-growing and maize-growing areas the payments in this variant are 5% higher and equal 4 263 CZK/ha of agricultural land on average. These enterprises are characterized by high rate of cultivated land and (or) above-average stocking rate. The rate of cultivated land is 87.2% and stocking rate 0.86 LU/ha in the enterprise with the highest payment per hectare. -Enterprises with the payment higher than SAPS by 0-5% Payments of 4 017 CZK/ha on average are in this variant 0-5% higher in 55 enterprises farming in all production areas. -Enterprises with the payment lower than SAPS by 0-10% Lower payments than using single area payment can be seen in 78 enterprises (51%). The payments in 59 of them farming in all production areas are lower maximum by 10%. The average payment per hectare is 3 767 CZK/ha of agricultural land. -Enterprises with the payment lower than SAPS by more than 10% The payments are more than 10% higher in 19 enterprises (12.5%). These enterprises are characterized by low rate of cultivated land and they are mainly enterprises farming in potato and oat-growing and mountain areas. Payment per hectare of agricultural land is on average 3 412 CZK/ha.
Variant III
A member state decides to keep 25% of direct payments for arable crops, 50% for direct payments for sheep and goats and 75% of special bonus for bulls. The other means become a part of single area payment.
The rate of single area payment according to the above calculation is 3 001 CZK/ha in 2005 and 3 311 CZK/ha in 2006.
Payments according to this variant range from 77% to 119.1% of single area payment in the enterprises. These payments are higher than single area payment in 61 enterprises (40%) and lower than single area payment in 91 enterprises (60%). Comparing the results of the three mentioned variant analyses, it is obvious that enterprises dealing with the production of granted commodities will be disadvantaged most when compared with the single area payment (Figure 12) . The payments of all variants almost equal standard direct payments although the differences in payments converted per hectare of agricultural land in the enterprises are evened out by dividing all the income for area. All three variants work analogous to the system approved for 2004.
Distinct advantage can be seen in the preparation of both farmers and payment agencies for the system used in EU member states if the state decides to keep a partly granted production.
A disadvantage of this variant is the much more demanding administration approaching that of standard direct payments. Co-essential disadvantage is poorly granted sheep and cattle breeding which cannot match with the grants for arable crops so the enterprises dealing with production of these commodities would prefer the system of single area payment. So the question is if the payments drawn like that can motivate farmers to keep present livestock population. These enterprises farm mostly in LFA and will be granted within the HRDP and motivated to keep grassing and breed minimum livestock population. However, livestock population can decrease, as direct grants for cattle and sheep breeding are low and do not compensate high expenses as well as unfavourable conditions of sales. The impact of all variants on agricultural enterprises will be comparable. Upland area is the only exception with the enterprises with low rate of cultivated land and rather high suckler cow rate. Variant I is unambiguously applicable in this area, i.e. keeping 100% of grant for suckler cows and 40% of grant for slaugther bonus (Figure 12) .
Enterprises according to suckler cow population and LU and direct payment development are figured in Figure 13 . As seen from this graph, payments will Regions depend on LU, not on suckler cow population. 900 LU is the turning point from which direct payments in CZK/ha will increase.
ECONOMIC ANALYSIS OF IMPACT OF ADDITIONAL PAYMENTS -USING REGIONAL PRINCIPLE WITHIN THE CAP
All variants mentioned above work in a similar way, it means their impact in endangered regiones is similar when regional differentiation is used. When the higher share of funding is divided for area the lower differences occur.
As seen in Figures 14 and 15 , the most endangered area is the North-West of our republic due to low rates of cultivated land and low stocking rate (regions Karlovarský, Ústecký a Liberecký). Badly endangered areas are: a part of South Bohemia (regions of Prachatice and Český Krumlov) and the regions of Trutnov, Bruntál, Vsetín, Frýdek-Místek, Karviná.
The most endangered areas
In case sector differentiation equals that in 2004, the probable funding in CZK/ha of agricultural land will be the lowest in regions of Jablonec nad Nisou, Ústí nad Labem and Sokolov. These regions are known for their low stocking rate (30 head/100 ha) and low rate of cultivated land. Direct payments in these regions will range from 70% to 77% of the republic average (Table 7) .
Badly endangered areas
Concerning direct payments, Karlovarský and Liberecký regions will belong to quite endangered regions as the payments will range around 85% of the republic average due to low rate of cultivated land (below 50%) and low stocking rate. Other badly endangered regions are Český Krumlov, Prachatice, Bruntál, Vsetín, Frýdek-Místek a Karviná. Direct payments are lower than 90% of republic average, average rate of cultivated land is 49% and stocking rate is maximum 50 head/100ha. Source: Calculation based on data from the Czech Statistic Office
Regions with above-average payments
Most regions will reach average or slightly substandard payments per hectare of agricultural land.
Regions with direct payments higher by more than 5% in comparison with the average are Mladá Boleslav, Nymburk, Domažlice, Plzeň-sever, Hradec Králové, Pelhřimov, Třebíč, Vyškov, Olomouc, Prostějov, Přerov, Kroměříž a Opava. They are regions with average rate of cultivated land 84% and stocking rate between 40 and 70 head/100ha of agricultural land.
CONCLUSION
The present agricultural policy of the Czech Republic has supported funding of grassing in potato-growing, potato and oat-growing and upland areas. However, the situation with milk and dairy markets as well as beef and meat markets has turned farmers to a decreasing stocking rate. It has resulted in a higher grassing not correspond stocking rate.
If we follow the share of grassing in single decimals together with stocking rate then two significant tendencies can be seen. If the share of permanent pastures equals 10-60%, then stocking rate, ranges between 0.4-0.6 LU/ha. If the share of permanent pastures equals 60-100% then stocking rate goes down to 0.6-0.45 LU/ha.
This development shows that all variants of direct payments (standard direct payments, simplified direct payments plus top-up as it is in 2004, additional direct payments adapted to the third reform of the Common Agricultural Policy) are reliant on the growing share of permanent pastures on agricultural land decrease. The growing share of permanent pastures correspond to production areas which means that direct payments per hectare of agricultural land decrease from maize-growing to upland areas. Only single area payment is the same, no matter the rate of grassing or production area.
Direct payments differ just only in the fact how they decrease in dependence on worse production areas. The fastest decrease can be seen in standard direct payments, slower in simplified direct payments and the slowest decrease is in the first variant of adapted payments. This variant supposes keeping 25% of direct payments for arable crops fixed on production, 50% of direct payments fixed on goat and sheep production including payments for less favoured areas, 100% of payments for suckler cows and 40% of slaughter bonus. All other payments in cattle breeding will become a part of single area payment. As the highest payments, simplified system of direct payments as it is in 2004 dominates. The share of simplified direct payments is lower only in upland area. Whatever system of direct payments will be applied, it is necessary to say that agrarians farming in less favoured areas will depend on further grants, especially on measures of the HRDP.
